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trial development , This is because these institutions unless
organised by industrialists or by bankers or by both in
collaboration will be seriously deficient in banking, and
industrial experience and investments are likely to be so
unprofitable that the banks may become bankrupt. The
moral and psychological effects of the failure of state-
owned' and state-aided institutions are likely to be so serious
that we should hesitate before recommending such a course.

Further, so far as large-scale competitive industries are
concerned they do not suffer from lack of industrial capital.
During the recent depression a case could have been made
out for rendering them financial assistance to enable them
to carry on their schemes of reorganisation and rationalisa-
tion. In normal times there is not the same need for finan-
cial aid from Government. So far as long-term capital and
capital for extension are concerned India should volun-
tarily organise, as other countries have done, special
financial companies which will serve those purposes.
Government might afford assistance by agreeing to take
up some debentures. The initiative must come from the
banks and industrialists and Government might co-operate
in making their efforts a success.

The case is, however, different when we come to the
role of the State in the financing of certain industries which
Govrnments for some reason or other have to promote and
manage. AE public utility industries, basic chemical and
engineering industries, certain other industries which are
essential from the point of view of defence should be
publicly owned and managed. For the financing of such
concerns an institution organised by Government is abso-
lutely necessary. The question whether such a financial
corporation should be an All-India one or provincial one
has to be decided in the light of all circumstances. Industries
on national scale must have an all India financing agency.
But considering the vastness of the country and its political
structure provincial institutions will be more suitable. They
should raise a large initial capital from the public on the
guarantee of a small rate of dividend and must depend on
debentures and the rest of their resources. On their boards
must be appointed a few able merchants and industrialists
who would be able to supply a variety of experience.

To these financial corporations must also be entrusted
the task of financing the needs of small and medium sized
industries. A special section must be attached thereto
which will be concerned with the requirements of the